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L Expansion des banques allemandes a Vitranger: Ses rapports 
avec k developpement economique de PAllemagne. By Georges 
Diouritch. Paris, Arthur Rousseau; Berlin, Puttkammer and Mtil- 
brecht, 1909. — 798 pp. 

Das deutsche Wechseldiskontgeschaft. Mit besonderer Beruck- 
sichtigung des berliner Geldmarkts. By W. Prion. Leipzig, 
Duncker and Humblot, 1907. — xiii, 298 pp. 

Das russische Bankwesen. By RUDOLF CLAUS. Leipzig, 
Duncker and Humblot, 1908. — xv, 162 pp. 

Banking in Germany has passed through three stages of development. 
During the first, extending to about the year 1848, the business was 
confined almost exclusively to private bankers and to a few state banks 
of issue, of which the bank of Prussia was the chief. During the second 
period, extending from 1848 to 1870, corporations entered the field, 
greatly extending the scope of the business as well as its constituency 
and largely increasing the number of institutions. Most of the great 
banks of the present day date from this epoch. The third period, ex- 
tending from 1870 to the present day, has been characterized by the 
concentration of about eighty per cent of the business in the hands of 
eight great institutions, with head offices in Berlin, and by the expan- 
sion of these institutions into foreign territory. This latter phase of the 
development, which is also the last in point of time, is the subject of 
the first of the books here under review. 

M. Diouritch's book is divided into two parts : in the first the subject 
is treated synthetically; in the second, analytically. An introductory 
chapter traces the development in outline through the three periods 
above mentioned; a second indicates its causes; a third, its general 
aspects, financial and economic ; and a fourth, the methods by which 
it has been accomplished. In the second part a chapter is devoted to 
each of the great banks, and further single chapters describe the banks 
which these have established to represent them in South America, the 
extreme Orient, central Europe and the remainder of the Orient, and 
Africa respectively. 

The book is written in a clear and interesting style, and it abounds in 
references to the literature of banking and commerce in Germany, in- 
cluding monographic material regarding particular institutions and 
special phases of the subject not generally known to American students. 
A large part of the material for the book was derived from a study of 
balance sheets and from personal investigation of the great Berlin in- 



346 POLITICAL SCIENCE QUARTERLY [Vol. XXV 

stitutions by the author on the spot. Excellent facilities seem to have 
been placed at his disposal by the officers of these institutions. The 
book also contains a number of valuable tables and summaries, for 
example : one on pages 120,121, showing the extent of the participation 
of each of the great banks in the the various branches of German in- 
dustry ; another on pages 126, 127, showing the methods of their parti- 
cipation ; and another on pages 140-144, indicating the constituent 
elements of the different banking groups. 

A valuable feature of the work is the author's attempt to make clear 
the peculiarities of the special phase of German banking development 
which he is treating, and to connect these with the peculiarities of 
Germany's commercial and industrial development. The banks of 
both England and France have extended their operations into foreign 
territory, the former through special institutions independent of the 
great joint-stock and private banks which do most of the domestic 
business, and the latter through the establishment of foreign branches 
by the Comptoir d'Escompte and the Credit Lyonnais. With the 
exception of branches in London, established by the Deutsche Bank, 
the Dresdner Bank and the Discontogesellschaft, the Germans operate 
in foreign countries chiefly through banks independent in form, but in 
reality mere creations of the great Berlin institutions, established by 
them and controlled by them in their own interests even after a portion 
of the stock has been disposed of to private parties. To a much 
greater extent than the English and the French, the German foreign 
banks also participate in the industrial life of the countries in which 
they are located. Indeed, the promotion of industrial enterprises of 
various kinds, in the interest always of the mother country, is one of 
their principal functions. 

In explanation of this latter peculiarity, M. Diouritch emphasizes the 
fact that the scope of the operations of the great German banks at 
home is broader than that of the English and French banks. Partici- 
pation in the flotation of foreign loans and the promotion and even the 
control of large industrial enterprises of all kinds are regular parts of 
their business. In foreign countries, therefore, they represent not only 
German banking interests but German industrial interests of all kinds. 
Indeed, they may not improperly be regarded as the pioneers of Ger- 
many in foreign countries, their activities frequently having important 
political as well as financial and economic bearings. This combination 
of commercial banking with financiering and enterprise-promoting is 
regarded by M. Diouritch as a result of the comparatively recent devel- 
opment of the deposit side of banking in Germany and of the great field 
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for financiering and enterprise-promotion created by the rapid develop- 
ment of German industry and commerce since the establishment of the 
Empire. 

American students will find this book useful, not only on account of 
the thoroughness with which it treats the special topic to which it is 
devoted, but also because of the detailed information it gives concern- 
ing the history, business and methods of the great German banks. 
Part two contains an account of the history, organization and expansion 
of each of the eight great Berlin institutions, information not heretofore 
easily accessible. 

M. Prion's book will interest persons desirous of information con- 
cerning the technique of German banking, particularly on the invest- 
ment side. It treats of their discount business in detail and with a 
considerable degree of thoroughness. 

In the first four chapters M. Prion analyzes what he calls the private 
discount business on the bourse, that is the discount business on the 
open market as distinguished from the special and peculiar business of 
each bank with its own customers. On the supply side, he distinguishes 
between professional and non-professional discounters. Under the 
former head he includes the Imperial Bank, the private banks of issue, 
the great credit banks and private bankers, the royal " Seehandlungs- 
Gesellschaft " and the socalled " Preussenkassa " ; under the latter, the 
mortgage banks, the insurance societies, various kinds of savings in- 
stitutions, big commercial firms, corporations and private capitalists. 
He next makes a careful analysis of the characteristics of the paper 
available for discount and follows this with an account of the organiza- 
tion of the market and of the various discount rates. Chapters v to viii 
inclusive are devoted to a detailed description of the discount business 
of the Imperial Bank, the Seehandlungs-Gesellschaft, the Preussenkassa 
and the great credit banks of Berlin ; and the remaining five chapters 
treat in the same manner the discount business of the four remaining 
banks of issue, the provincial banks, the private bankers and various 
associations called into existence by the credit needs of the humbler 
classes, prominent among which are the Schulze-Delitzsch institutions 
and the socalled " Sparkassen." 

M. Prion's treatment is concrete and thorough, evincing firsthand 
knowledge of the subject. In the preface he tells us that his materials 
were derived chiefly from personal experience and inquiry among 
bankers, brokers, merchants and all classes of specialists in this field. 
His monograph furnishes abundant evidence of this direct contact with 
his subject-matter as well as of keen insight into the details and tech- 
nique of the banking business. 
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Among the interesting matters illuminated by him are the nature and 
effects of the competition between the Imperial Bank and the great 
Berlin institutions, which has been growing in severity in recent years ; 
the rapid growth of the business in bank acceptances and the dangers 
lurking therein ; the reasons for the close affiliation of the chief pro- 
vincial banks with the big Berlin institutions ; the substitution of cash 
payments for bills of exchange in many lines of business, and the way 
in which this is accomplished through the big banks and their connec- 
tions ; and the growth of bank deposits in Germany. 

Both M. Prion's book and that of M. Claus on banking in Russia 
are published under the auspices of Professors Schmoller and Sering in 
their Staats-und sozialwissenschaftliche Forschungen. Both books do 
credit to their authors and to the series in which they appear — a series 
which includes a number of excellent monographs on banking subjects. 

M. Claus's account of banking in Russia is brief but comprehensive 
and clear. He first describes the state institutions which play the lead- 
ing role in the banking business of that country. They include the 
State Bank, which is the center of the entire system, a bank primarily 
concerned in assisting the peasants in the purchase of land ; a land 
bank for the nobility ; and state and municipal savings and pawn institu- 
tions. Part II is devoted to institutions of credit based on the mut- 
ual principle. Of these there are in Russia a considerable number. 
Some were established by municipalities, some by private individuals, 
others by associations of various sorts. For the most part their opera- 
tions are confined to their own members, from whom they receive de- 
posits and to whom they grant loans, and who are mutually responsible 
for the obligations of the institution. Joint-stock and private banks 
are treated in Part III, and small credit institutions in Part IV. 
These latter promote saving among peasants and the poorer classes in 
the cities and in times of need render them assistance in the form of 
credit. Part V, entitled " Division of Labor among Russian Bank- 
ing Institutions ", treats the entire subject from the point of view of 
the kinds of business transacted rather than from that of the institutions 
involved. In the first chapter of this part the Russian media of ex- 
change are analyzed and described under the heads, " bills of credit," 
"deposits" and "accounts current"; in chapter ii are treated dis- 
counts, loans on security and note issues ; in chapter iii, short- time 
credit for the agricultural classes ; and in chapter iv, the mortgage and 
pawn business. 

The influence of the government over every phase of Russian bank- 
ing is clearly revealed in this monograph. The State Bank, which is 
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owned and controlled absolutely by the government, extends a helping 
and frequently a guiding hand to all other institutions. Those which 
are not owned and controlled by the government are regulated by it 
through ordinances issued by the Department of Finance or some other 
department, or through ukases, and as a rule are publicly inspected 
and supervised. M. Claus's treatment indicates that under present 
conditions this is probably desirable and possibly necessary. When- 
ever much latitude has been allowed to private enterprise in the bank- 
ing business in Russia, serious irregularities have followed, and the 
government has been compelled to intervene in order to prevent heavy 
losses and to safeguard the people's interests. Governmental inter- 
vention has also resulted in lowering the rate of interest and in prevent- 
ing widespread exploitation of the peasants and small tradesmen and 
even of the nobility. 

Joint-stock banks, into whose hands the greater part of the com- 
mercial banking business of western Europe has fallen in recent times, 
have also appeared in Russia. The first one was established in St. 
Petersburg in 1864, but most of them date from the seventies. On 
January 1, 1905, there were thirty-eight institutions of this class in the 
entire Empire, not including branches of the Credit Lyonnais in St. 
Petersburg, Moscow and Odessa. Seventeen of these banks are capi- 
talized at five million or more rubles, sixteen at between one and five 
million rubles, and five at less than one million rubles. The largest, 
the St. Petersburg International Commercial Bank, has a capital of 
twenty-four million rubles and a reserve fund of twelve million rubles. 
Each of these banks has a relatively large number of branches and 
agencies in the Russian Empire, and three of them, the Russo-Chinese 
Bank, the Moscow International Bank and the Russian Bank for 
Foreign Trade, have branches in foreign countries. The Russians 
have also established a joint-stock bank in Teheran, Persia, and, accord- 
ing to M. Claus, have seriously considered the establishment of one in 
London. While these institutions and strong private banking firms 
have not developed as rapidly as have similar institutions and firms in 
Germany and elsewhere, M. Claus shows that, in the aggregate, they 
are doing a large business and seem destined to increase in relative 
importance. 

The importance to Russia of institutions for the extension of credit 
to the agricultural classes is emphasized by M. Claus. According to 
the census of 1897, only 13.4 per cent of the population of Russia 
lived in towns, and in European Russia 84.16 per cent of the entire 
population were peasants, of whom very few could read or write. 
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State and private banks for making loans on landed securities have 

naturally, therefore, received a good deal of attention in Russia. 

Their success in solving the agricultural problems of their country has, 

however, been small — chiefly, according to M. Claus, on account of the 

ignorance and consequent backwardness of the peasants. Popular 

education he considers a crying need in the Russian Empire ; but the 

outlook for it is not hopeful, because the government fears that public 

schools would be used as the means of spreading revolutionary ideas. 

W. A. Scott. 
University of Wisconsin. 

State Insurance: A Social and Industrial Need. By FRANK 
W. Lewis. Boston, Houghton Mifflin Company, 1909. — 253 pp. 

Industrial Insurance in the United States. By CHARLES Rich- 
mond Henderson. University of Chicago Press, 1909. — 429 pp. 

These two books have a common point of departure, in that they are 
the outcome of the growing interest shown in the United States in the 
question of industrial insurance. Mr. Lewis's State Insurance is avow- 
edly an argument in favor of the introduction into the United States of 
compulsory workingmen's insurance ; and the first chapter of Professor 
Henderson's work — which might well have been an introduction, since 
it is the keynote to the volume — is entitled : "The Extent and Nature 
of the Demand for a Social Policy of Industrial Insurance in the United 
States." 

Mr. Lewis's argument, briefly summarized, is as follows : (1) Every 
laborer is entitled to a living wage, including support in periods of sick- 
ness and in old age. (2) Measured by this standard, the wages of a 
great part of the working people are inadequate. (3) The best method 
by which support in sickness and in old age can be secured to the la- 
borer is by a compulsory system of insurance. (4) The cost of the 
insurance system should be borne entirely by the laborers. 

The reader, even if already prepossessed in favor of a compulsory 
system of industrial insurance, will not be greatly strengthened in his 
opinion by the argument here presented. The author is uncritical in 
his use of authorities, and many of his statements are so extreme as to 
be unconvincing. His criticism of existing insurance institutions , e . g. , 
friendly societies and industrial insurance companies, is marked 
throughout by a strong bias. According to Mr. Lewis, the English 
friendly societies are bankrupt, trade-union benefits are insecure, the 
industrial companies exploit their policyholders for the benefit of the 



